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§3560.5 State, local or tribal laws.

Borrowers must comply with all ap-
plicable state and local laws, and laws
of Federally-recognized Indian tribes
to the extent they are not inconsistent
with this part.

§3560.6 Borrower responsibility and
requirements.

(a) Borrower responsibilities and re-
quirements specified in this part may
be carried out by an individual or enti-
ty designated by the borrower to act on
behalf of the borrower such as a resi-
dent manager or management agent.
Ultimate accountability to the Agency,
however, is with the borrower whether
or not the borrower designated another
person or entity to act on the bor-
rower’s behalf.

(b) Borrowers who have not executed
a loan agreement, and who were not re-
quired to execute a loan agreement by
the regulations in effect at the time of
their loan closing are exempt from the
requirements of subparts D through G
of this part, as long as the borrower is
not in default of any applicable re-
quirement, security instrument, pay-
ment, or any other agreement with the
Agency. Such borrowers must provide
evidence of tenant income eligibility in
accordance with §3560.152(a), except in
Farm Labor Housing where the tenant
is not paying shelter cost.

§3560.7 Delegation of responsibility.

The RHS Administrator may dele-
gate, on an individual or other basis,
any decision-making responsibility for
Agency programs, unless otherwise
noted.

§3560.8 Administrator’s exception au-
thority.

The RHS Administrator may make
an exception to any provision of this
part or address any omissions provided
that the exception is consistent with
the applicable statute, does not ad-
versely affect the interest of the Fed-
eral Government, and does not ad-
versely affect the accomplishment of
the purposes of the MFH programs or
application of the requirement would
result in undue hardship on the ten-
ants. Exception requests presented to
the RHS Administrator must have the
concurrence of a Rural Development
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State Director or a Deputy Adminis-
trator for MFH.

§3560.9 Reviews and appeals.

Rural Housing Service decisions may
be appealed pursuant to 7 CFR part 11.

§3560.10 Conflict of interest.

To reduce the potential for employee
conflict of interest, all RHS activities
will be conducted in accordance with 7
CFR part 1900, subpart D.

§3560.11 Definitions.

Unless otherwise noted, terms listed
in this part shall be defined as follows:

Administrator. The head of the Rural
Housing Service who reports directly
to the Under Secretary for Rural De-
velopment in the U.S. Department of
Agriculture.

Agency. The Rural Housing Service
within the Rural Development mission
area of the U.S. Department of Agri-
culture.

Amortication. Payment of debt in reg-
ular, periodic installments of principal
and interest, as opposed to interest
only payments.

Applicant. An individual, partnership
or limited partnership, consumer coop-
erative, trust, state or local public
agency, corporation, limited liability
company, nonprofit organization, In-
dian tribe, association, or other entity
that will be the owner of the project
for which an application for funding
from the Agency is submitted.

Appraisal. As used by the Agency, a
written report developed by a qualified
appraiser as established in subpart P
that concludes an opinion of value(s)
for a specific real property.

Assistance. Financial assistance in
the form of a loan, grant, interest cred-
it, or rental assistance.

Association of farmers. Two or more
farmers acting as a single legal entity.
Association members may include the
individual members of farming part-
nerships or corporations.

Borrower. An individual, partnership
or limited partnership, consumer coop-
erative, trust, state or local public
agency, corporation, limited liability
company, nonprofit organization, In-
dian tribe, association, or other entity
that has received a loan from the Agen-
cy.
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Capital Needs Assessment. A Capital
Needs Assessment is designed to cap-
ture and report on the immediate and
the long-range capital needs of an indi-
vidual property. It includes attention
to site features, mechanical and elec-
trical systems, building exterior and
common area systems, and dwelling
unit interiors.

Caretaker. An individual employed by
a borrower or a management agent to
handle routine interior and exterior
maintenance and upkeep of a MFHMFH
project.

Congregate housing. A housing pro-
gram authorized by section 515 of the
Housing Act of 1949 which provides
housing for elderly persons, individuals
with disabilities, and families who re-
quire some supervision and central
services but are otherwise able to care
for themselves. Such housing does not
include any licensed healthcare facil-
ity.

Consumer cooperative. A corporation
organized under the cooperative laws of
a state or Federally recognized Indian
tribe that will own and operate the
housing on a cooperative basis solely
for the benefit of its members.

Conventional rents for comparable units
(CRCU). Market rents for comparable
rental units in conventional housing
located in the same geographic area as
a particular Section 514, 515, or 516
project.

Current appraisal. An appraisal with a
report date that is no more than 1 year
old.

Daily Interest Accrual System (DIAS).
A system where interest is charged
daily on outstanding principal. Level
loan payments are made by the bor-
rower. The amount of interest due on
any date is equal to the unpaid daily
interest that has accrued.

Default. Failure by a borrower to
meet significant monetary or non-mon-
etary obligations or terms of a loan,
grant, or other agreement with the
Agency which remain unpaid or
unperformed for more than 30 days
after the date such obligation is due or
required to be paid or performed, or
within time periods specified in notices
of compliance violations.

Disability. The term disability is con-
sidered equivalent to the term handi-
cap. Eligibility requirements for fully
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accessible units are contained in
§§3560.154(2)(1)(i) and 3560.155(b). A per-
son is considered to have a disability if
either of the following two situations
occur:

(1) As defined in section 501(b) of the
Housing Act of 1949. The person is the
head of household (or his or her spouse)
and is determined to have an impair-
ment which:

(i) Is expected to be of long-continued
and indefinite duration;

(ii) Substantially impedes his or her
ability to live independently; and

(iii) Is of such a nature that such
ability could be improved by more suit-
able housing conditions, or if such per-
son has a developmental disability as
defined in section 102(7) of the Develop-
mental Disability and Bill of Rights
Act (42 U.S.C. 6001(7)).

(2) As defined in the Fair Housing Act;
the Americans with Disabilities Act;, and
section 504 of the Rehabilitation Act of
1973. The person has a physical or men-
tal impairment which substantially
limits one or more of such person’s
major life activities; a record of such
impairment; or being regarded as hav-
ing such an impairment. The term does
not include current, illegal use of or
addiction to a controlled substance. As
used in this definition, physical or
mental impairment includes:

(i) Any physiological disorder or con-
dition, cosmetic disfigurement, or ana-
tomical loss affecting one or more of
the following body systems: neuro-
logical; musculoskeletal; special sense

organs; respiratory, including speech
organs; cardiovascular; reproductive;
digestive; genito-urinary; hemic and

lymphatic; skin; and endocrine;

(ii) Any mental or psychological dis-
order, such as mental retardation, or-
ganic brain syndrome, emotional or
mental illness, and specific learning
disabilities. The term ‘‘physical or
mental impairment’ includes, but is
not limited to, such diseases and condi-
tions as orthopedic, visual, speech and
hearing impairments, cerebral palsy,
autism, epilepsy, muscular dystrophy,
multiple sclerosis, cancer, heart dis-
ease, diabetes, Human Immuno-
deficiency Virus infection, mental re-
tardation, emotional illness, drug ad-
diction (other than addiction caused by
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current, illegal use of a controlled sub-
stance), and alcoholism;

(iii) Major life activities means func-
tions such as caring for one’s self, per-
forming manual tasks, walking, seeing,
hearing, speaking, breathing, learning,
and working;

(iv) Has a record of such an impair-
ment means has a history of, or has
been misclassified as having, a mental
or physical impairment that substan-
tially limits one or more major life ac-
tivities;

(v) Is regarded as having an impair-
ment means:

(A) Has a physical or mental impair-
ment that does not substantially limit
one or more major life activities but
that is treated by the borrower or man-
agement agent as constituting such a
limitation;

(B) Has a physical or mental impair-
ment that substantially limits one or
more major life activities only as a re-
sult of the attitudes of others toward
such impairment; or

(C) Has none of the impairments de-
scribed in this definition but is treated
by another person as having such an
impairment.

Disabled domestic farm laborer. An in-
dividual with a disability as separately
defined in this paragraph and who was
a domestic farm laborer at the time of
becoming disabled.

Domestic farm laborer. A person who,
consistent with the requirements in
§35660.576(b)(2), receives a substantial
portion of his or her income from farm
labor employment (not self-employed)
in the United States, Puerto Rico, or
the Virgin Islands and either is a cit-
izen of the United States or resides in
the United States, Puerto Rico or the
Virgin Islands after being legally ad-
mitted for permanent residence. This
definition may include the immediate
family members residing with such a
person.

Due diligence on hazardous substances.
Due diligence is the process of inquir-
ing into the environmental conditions
of real estate, in the context of a real
estate transaction to determine the
presence of contamination from haz-
ardous substances, and to determine
the impact such contamination may
have on the market value of the prop-
erty.
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Elderly household or individual with a
handicapped household. A household in
which the tenant or co-tenant of the
household is 62 years old or older or is
an individual with a disability. An el-
derly household may include persons
younger than 62 years old and the
household of an individual with a hand-
icap may include persons without dis-
abilities.

Elderly person. A person who is at
least 62 years old. The term also means
a person with a disability as separately
defined in this paragraph, regardless of
age.

Engagement. An Agency defined fi-
nancial review of a housing project’s fi-
nancial status that a borrower will
contract with a certified public ac-
countant or other qualified individual
to perform. An engagement will result
in annual financial reports for use by
the Agency as described in §3560.308.

Familial status. One or more individ-
uals (who have not attained the age of
18 years) being domiciled with a parent
or another person having legal custody
of such individual or individuals; or the
designee of such parent or other person
having such custody, with the written
permission of such parent or other per-
son. The protections afforded against
discrimination on the basis of familial
status shall apply to any person who is
pregnant or is in the process of secur-
ing legal custody of any individual who
has not attained the age of 18 years.

Family farm corporation or partnership.
A private corporation or partnership
involved in agricultural production in
which at least 90 percent of the stock
or interest is owned and controlled by
persons related by blood, which shall
include parents, siblings, and children,
or law. If more than three separate
households are supported by the farm-
ing operation, the family farm corpora-
tion or partnership must be:

(1) Legally organized and authorized
to own and operate a farm business
within the state;

(2) Legally able to carry out the pur-
poses of the loan; and

(3) Prohibited from the sale or trans-
fer of 90 percent of the stock or inter-
est to other than family members by
either the articles of incorporation, by-
laws or by agreement between the
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stockholders or partners and the cor-
poration or partnership.

Farm. A tract or tracts of land, im-
provements, and other appurtenances
that are used or will be used in the pro-
duction of crops, livestock, or aqua-
culture products for sale in sufficient
quantities so that the property is rec-
ognized as a farm rather than a rural
residence. The term ‘‘farm’ also in-
cludes the term ‘‘ranch.” It may also
include land and improvements and fa-
cilities used in a non-eligible enter-
prise or the residence that, although
physically separate from the farm
acreage, is ordinarily treated as part of
the farm in the local community.

Farmer. A person who is actually in-
volved in day to day on-site operations
of a farm and who devotes a substan-
tial amount of time to personal partici-
pation in the conduct of the operation
of a ““farm.”

Farm labor. Services in connection
with cultivating the soil, raising or
harvesting any agriculture or aqua-
culture commodity; or in catching,
netting, handling, planting, drying,
packing, grading, storing, or preserving
in the unprocessed stage, without re-
spect to the source of employment (but
not self-employed), any agriculture or
aquaculture commodity; or delivering
to storage, market, or a carrier for
transportation to market or to proc-
essing any agricultural or aquacultural
commodity in its unprocessed stage.

Farm labor contractor. A person—
other than an agricultural employer, a
member of an agricultural association,
or an employee of an agricultural em-
ployer or agricultural association—who
recruits, solicits, hires, employs, fur-
nishes, or transports any year-round or
seasonal migrant farm laborer for
money or other valuable consideration.

Farm labor housing. On-farm or off-
farm housing for farm laborers author-
ized by section 514 and section 516 of
the Housing Act of 1949.

Farm owner. A natural person, per-
sons, or legal entity who are the own-
ers of a “‘“farm’ as this term is further
defined in this section.

Foreclosure. A proceeding in or out of
court to extinguish all rights, title,
and interest of the owners of property
in order to sell the property to satisfy
a lien against it.

§3560.11

General overhead. Includes general op-
eration items necessary for the con-
tractor to be in business. They may in-
clude, but are not limited to the fol-
lowing: tools and minor equipment;
worker’s compensation and employer’s
liability; unemployment tax; Social
Security and Medicare; manager’s,
clerical, and estimator’s salaries; pen-
sion and bonus plans; main office insur-
ance, rental, utilities, miscellaneous
expenses; general liability insurance;
legal, accounting, and data processing;
automotive and light truck expense;
vehicle expenses; depreciation of over-
head capital expenditures; and office
equipment maintenance.

General requirements. Includes items
that are required in the construction
contract for the contractor to provide
for the specific project. They do not in-
clude items that pertain to a specific
trade nor overhead expenses of the con-
tractor’s general operation. Items may
include, but are not limited to, the fol-
lowing: Field supervision; field engi-
neering such as field office, sheds, toi-
lets, phone; performance and payment
or latent defects bonds; cost certifi-
cation; building permits; site security;
temporary utilities; property insur-
ance; and cleaning or rubbish removal.

Grantee. An entity that has received
a grant from the Agency.

Group home. Housing that is occupied
by elderly persons or individuals with
disabilities who share living space
within a rental unit and in which a
resident assistant may be required.

Household. The tenant or co-tenant
and the persons or dependents living
with a tenant or co-tenant, but not in-
cluding a resident assistant.

Household furnishings. Basic durable
items such as stoves, refrigerators,
drapes, drapery rods, tables, chairs,
dressers and beds.

Housing project. A property with two
or more affordable, decent, safe and
sanitary rental units and related facili-
ties operated under one management
plan and financed with funds appro-
priated under the authority of sections
515, 514, or 516 of the Housing Act of
1949.

Identity-of-Interest (IOI). A relation-
ship between applicants, borrowers,
grantees, management agents, or sup-
pliers of materials or services described
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under, but not limited to, any of the
following conditions:

(1) There is a financial interest be-
tween the applicant, borrower, grantee
and a management agent or the sup-
plying entity;

(2) One or more of the officers, direc-
tors, stockholders or partners of the
applicant, borrower, or management
agent is also an officer, director, stock-
holder, or partner of the supplying en-
tity;

(3) An officer, director, stockholder,
or partner of the applicant, borrower,
or management agent has a 10 percent
or more financial interest in the sup-
plying entity;

(4) The supplying entity has or will
advance funds to an applicant, bor-
rower, or management agent;

(5) The supplying entity provides or
pays on behalf of the applicant, bor-
rower, or management agent the cost
of any materials or services in connec-
tion with obligations under the man-
agement plan or management agree-
ment;

(6) The supplying entity takes stock
or a financial interest in the applicant,
borrower, or management agent as part
of the consideration to be paid them; or

(7) There exists or come into being
any side deals, agreements, contracts
or understandings entered into thereby
altering, amending, or canceling any of
the management plan, management
agreement documents, organization
documents, or other legal documents
pertaining to the property, except as
approved by the Agency.

Indian tribe. The term ‘‘Indian tribe”
means any Indian tribe, band, group,
and nation, including Alaskan Indians,
Aleuts, and Eskimos, and any Alaskan-
Native Village, which is considered an
eligible recipient under the Indian Self-
Determination and Education Assist-
ance Act (Public Law 93-638) or under
the State and Local Fiscal Assistance
Act of 1972 (Public Law 92-512).

Interest credit. A form of assistance
available to eligible borrowers that re-
duces the effective interest rate of the
loan.

Lease. A contract setting forth the
rights and obligations of a tenant or
cooperative member and a property
owner, including charges and terms
under which a tenant or cooperative
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member will occupy or use the housing
or related facilities.

Legal or qualified alien. Legal or
qualified alien refers to any person
lawfully admitted to the country who
meets the criteria in section 214 of the
Housing and Community Development
Act of 1980, 42 U.S.C. 1436a.

Letter of Priority Entitlement (LOPE).
A letter issued by the Agency pro-
viding a tenant with priority entitle-
ment to rental units in other Agency-
financed housing projects for 120 days
from the date of the LOPE.

Life cycle cost. The life cycle cost has
2 purposes: (1) To determine the ex-
pected usable life (utility) of a building
component or furnishing and (2) to de-
termine which building components or
furnishings are the most cost efficient
over the life of the building. Cost effi-
cient is not to be construed to mean
the least initial cost.

Life cycle cost analysis. Life cycle cost
analysis is the comparison of different
materials to examine anticipated use-
ful life and the cost of using a specific
material or building component. The
analysis has multiple uses, such as: (1)
To conduct a cost efficiency compari-
son between products, (2) for devel-
oping component replacement time ta-
bles, and (3) for estimating future com-
ponent replacement costs. Life cycle
cost analysis can be accomplished
through various methods, such as; in-
surance actuary tables or Agency docu-
mentation of a component’s life ex-
pectancy. Life cycle cost analysis is
conducted by a design professional. For
Agency financed projects, a life cycle
cost analysis is to be conducted for spe-
cific components: (1) drives and park-
ing, (2) roofing system and roofing ma-
terial, (3) exterior finishes, and (4) en-
ergy source items.

Limited Liability Company (LLC). An
unincorporated organization of one or
more persons or entities established in
accordance with applicable state laws
and whose members may actively par-
ticipate in the organization without
being personally liable for the debts,
obligations or liabilities of the organi-
zation.

Limited partnership. An ownership ar-
rangement consisting of general and
limited partners; general partners
manage the business, while limited
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partners are passive and liable only for
their own capital contributions.

Loan agreement. A written agreement
between the Agency and the borrower
that sets forth the borrower’s respon-
sibilities with respect to Agency fi-
nancing.

Low-income household. A household
that has an adjusted income that is
greater than the Department of Hous-
ing and Urban Development’s (HUD) es-
tablished very-low income limit, but
that does not exceed the HUD estab-
lished low-income limit (generally 80
percent of median income adjusted for
household size for the county where
the property is or will be located).

Low-Income  Housing Taxr  Credit
(LIHTC). A federal tax credit allowed
for investment in qualified low-income
housing administered by the Internal
Revenue Service (IRS) under section 42
of the Internal Revenue Code.

Management agent. A firm or indi-
vidual employed or designated by a
borrower to act on the borrower’s be-
half in accordance with a written man-
agement agreement.

Management agreement. A written
agreement between a borrower and a
management agent setting forth the
management agent’s responsibilities
and fees for management services.

Management fee. The compensation
provided to a management agent for
services provided in accordance with a
management agreement.

Management plan. A detailed descrip-
tion of the policies and procedures to
be followed by the borrower in man-
aging a MFH project.

Manufactured housing. Housing, con-
structed of one or more factory-built
sections, which includes the plumbing,
heating, and electrical systems con-
tained therein, which is built to com-
ply with the Federal Manufactured
Home Construction and Safety Stand-
ards (FMHCSS), and which is designed
to be used with a permanent founda-
tion.

Market area. The geographic or loca-
tional delineation of the market for a
specific project, including outlaying
areas that will be impacted by the
project, i.e., the area in which alter-
native, similar properties effectively
compete with the subject property.
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Market rent. The most probable rent
that a property should bring in a com-
petitive and open market reflecting all
conditions and restrictions of the spec-
ified lease agreement, including term,
rental adjustment and revaluation,
permitted uses, use restrictions, and
expense obligations; the lessee and les-
sor each acting prudently and knowl-
edgeably, and assuming consummation
of a lease contract as a specified date
and the passing of the leasehold from
lessor to lessee.

Mazximum debt limit. The maximum
amount that the Agency will lend or
grant for a MFHMFH project based on
the appraised value or total develop-
ment cost excluding costs ineligible for
payment from loan or grant funds,
whichever is less, reduced by all fund-
ing available to the borrower from
sources other than the Agency, multi-
plied by 95, 97, or 102 percent depending
upon the applicant entity and their use
of the low-income housing tax credit,
in accordance with §3560.63(b).

Member or co-member. A stockholder
or other person who has executed docu-
ments or stock pertaining to a coopera-
tive housing type of living arrange-
ment and has made a commitment to
upholding the cooperative concept.

Migrants or migrant agricultural la-
borer. A person (and the family of such
person) who receives a substantial por-
tion of his or her income from farm
labor employment and who establishes
a residence in a location on a seasonal
or temporary basis, in an attempt to
receive farm labor employment at one
or more locations away from their
home base state, excluding day-haul
agricultural workers whose travels are
limited to work areas within one day of
their residence.

Minor. An individual under 18 years
of age who is a dependent of a tenant
or an individual age 18 or older who is
a full-time student and a dependent of
a tenant.

Moderate-income household. A house-
hold that has an adjusted income that
is greater than the HUD-established
low-income limit but does not exceed
the low-income limit by more than
$5,500.

Mortgage or Deed of Trust. A form or
security instrument or consensual lien
on real property.

477



§3560.11

Net recovery value. The value realized
from the Government’s acquisition of
security property in a default situation
after subtracting all costs, actual or
anticipated, from acquiring, holding,
and disposing of the security property.

New construction. A MFHMFH project
being constructed to be occupied for
the first time.

Nonprofit organization. A private or-
ganization that:

(1) Is organized under state or local
laws;

(2) Has no part of its net earnings in-
uring to the benefit of any member,
founder, contributor, or individual; and

(3) Is approved by the Secretary of
Agriculture and considered to be finan-
cially responsible.

Nonprofit organization for section 515
program (Prepayment or Purchase). To be
eligible to purchase properties under
the conditions of subpart N of this
part, nonprofit organizations may not
have among their officers or direc-
torate any persons or parties with an
identity-of-interest (or any persons or
parties related to any person with iden-
tity-of-interest) in 1loans financed
under section 515 that have been pre-
paid or have requested prepayment.

Nonprofit organization of farm workers.
A nonprofit organization, as defined in
this section, whose membership is com-
posed of at least 51 percent farm work-
ers.

Notice of Funding Availability (NOFA).
A ‘“‘Notice of Funding Availability”
issued by the Agency to inform inter-
ested parties of the availability of as-
sistance and other matters pertinent to
the program.

Occupancy agreement. A contract es-
tablishing the rights and obligations of
the cooperative member and the coop-
erative, including the amount of the
monthly occupancy charge and the
other terms under which the member
will occupy the housing.

Occupancy charge. The amount of
money charged a cooperative member
to cover their proportional share of the
cooperative’s operating costs and cash
requirements.

Off-farm labor housing. Housing for
farm laborers in any location approved
by the Agency but not on the farm
where the laborer works.
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Office of the General Counsel (OGC).
The USDA Office of the General Coun-
sel, including the Regional Attorney,
Associate Regional Attorney, or As-
sistant Regional Attorney.

Office of the Inspector General (OIG).
The USDA Office of the Inspector Gen-
eral.

On-farm labor housing. Housing for
farm laborers located on the farm
where they work that is away from
service buildings or in the nearby com-
munity.

Overage. That portion of a tenant’s
net tenant contribution that exceeds
basic rent up to note rent. Full overage
is an amount equal to the difference
between the note rent for a unit and
the basic rent.

Plan I. A type of interest subsidy
available to borrowers prior to October
27, 1980. Budgets and rental rates devel-
oped for Plan I loans are based on a 3
percent loan amortization.

Plan II. A type of interest subsidy
available to borrowers operating on a
limited profit basis. Budgets and rental
rates developed for Plan II loans are
based on both the loan being amortized
at the interest rate shown on the prom-
issory note and at a 1 percent sub-
sidized rate.

Predetermined Amortization Schedule
System (PASS). A system where loan
payments are applied based on an am-
ortization schedule.

Prepayment. Payment in full of the
outstanding balance on an Agency loan
prior to the note’s originally scheduled
maturity date.

Program requirements. All provisions
related to MFHMFH contained in the
loan document, grant agreement, stat-
ute, regulation, handbook, or adminis-
trative notice.

Promissory note. A legal document
containing conditions (interest rate
and timing) for repayment of indebted-
ness.

Real estate owned (REO) property. The
real estate owned by the Agency ac-
quired through voluntary conveyance,
foreclosure or other action.

Rehabilitation. Rehabilitation is when
the remodeling of a property is of a
complex nature involving structural
repairs or when two or more of the life
cycle cost components are included in
the remodeling of a property.
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Related facilities. Facilities in a
MFHMFH project that are related to
the housing and are in addition to rent-
al units, (e.g., community rooms or
buildings, cafeterias, dining halls, in-
firmaries, child care facilities, assem-
bly halls, and essential service facili-
ties such as central heating, sewerage,
lighting systems, clothes washing fa-
cilities, trash disposal and safe domes-
tic water supply).

Rent. The amount established as a
charge for occupancy in a rental unit
of Agency-financed MFH. Rents must
be established at the same rate for all
similar units in the housing project.
The following terms are used to de-
scribe rents for various program pur-
poses.

(1) Note rent is the rental charge es-
tablished to cover expenses in the
housing project’s approved budget and
the required loan payment set at the
interest rate shown in the promissory
note.

(2) Basic rent is the rental charge es-
tablished to cover expenses in the
housing project’s approved budget and
the required loan payment contained in
the promissory note reduced by the in-
terest credit agreement.

(3) HUD contract rent is the rental
charge established for housing receiv-
ing project-based Section 8 rental sub-
sidies in accordance with 24 CFR part
880 or part 884, as applicable.

(4) Low-income housing tax credit
(LIHTC) rent is the rental charge estab-
lished in accordance with LIHTC re-
quirements.

Rental assistance (RA). The portion of
the approved shelter cost paid by the
Agency to compensate a borrower for
the difference between the approved
shelter cost and the tenant contribu-
tion when such contribution is less
than the basic rent.

Rental assistance units. Dwelling units
in a MFH project qualified for rental
assistance. There are three types of
rental assistance units.

(1) New construction units are units
provided in conjunction with initial
loans for construction or substantial
rehabilitation of the MFHMFH
projects.

(2) Replacement units are Agency-
funded rental assistance units which
replace units with expiring rental as-
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sistance agreements or which replace
Section 8 units which have expired
under the Section 8 contract.

(3) Servicing units are units provided
to an operational MFHMFH project as
a part of the Agency’s general loan
servicing or preservation activities.

Repair and replacement. Repair and re-
placement is the restoration of minor
building materials, elements, compo-
nents, equipment and fixtures. Exam-
ples include: Painting, carpeting, appli-
ances, cabinets, and other fixtures.

Resident assistant. A person residing
in a rental unit who is essential to the
well-being and care of an elderly per-
son or an individual with a disability,
but who:

(1) Is not obligated for the tenant’s
financial support;

(2) Would not be living in the unit ex-
cept to provide the needed services;

(3) May be a family member, but is
not a dependent of the tenant for tax
purposes;

(4) Is not subject to the eligibility re-
quirements of a tenant; and

(6) Is not considered a household
member in the determination of house-
hold income.

Resident or site manager. The indi-
vidual employed by the borrower and
who is responsible for the day-to-day
operations of the housing.

Retired domestic farm laborer. An indi-
vidual who is at least 55 years of age
and who has spent the last 5 years prior
to retirement as a domestic farm la-
borer or spent the majority of the last
10 years prior to retirement as a do-
mestic farm laborer.

Return on Investment (ROI). The an-
nual amount of profit an owner oper-
ating on a limited or full profit basis
may withdraw from a project, as estab-
lished in the loan agreement. The
amount is calculated as a percentage of
the owner’s investment in the project.

Rural area. Any open country, or any
place, town, village, or city which is
not (except in the cases of Pajaro, in
the State of California, and Guadalupe,
in the State of Arizona) part of or asso-
ciated with an urban area and which (1)
has a population not in excess of 2,500
inhabitants, or (2) has a population in
excess of 2,600 but not in excess of
10,000 if it is rural in character, or (3)
has a population in excess of 10,000 but
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not in excess of 20,000 and (A) is not
contained within a standard metropoli-
tan statistical area, and (B) has a seri-
ous lack of mortgage credit for lower
and moderate-income families, as de-
termined by the Secretary and the Sec-
retary of Housing and Urban Develop-
ment. For purposes of this title, any
area classified as ‘‘rural’” or a ‘‘rural
area’” prior to October 1, 1990, and de-
termined not to be ‘“‘rural” or a ‘‘rural
area’ as a result of data received from
or after the 1990 or 2000 decennial cen-
sus shall continue to be so classified
until the receipt of data from the de-
cennial census in the year 2010, if such
area has a population in excess of 10,000
but not in excess of 25,000, is rural in
character, and has a serious lack of
mortgage credit for lower and mod-
erate-income families. Notwith-
standing any other provision of this
section, the city of Plainview, Texas,
shall be considered a rural area for pur-
poses of this title, and the city of
Altus, Oklahoma, shall be considered a
rural area for purposes of this title
until the receipt of data from the de-
cennial census in the year 2000.

Rural Cooperative Housing (RCH). A
housing program authorized under sec-
tion 515 of the Housing Act of 1949, in
which a consumer cooperative, orga-
nized and operating on a nonprofit
basis, may own and operate a
MFHMPFH development.

Rural Housing Service (RHS). The
Agency within the Rural Development
mission area of the U.S. Department of
Agriculture or its successor agency
which administers programs authorized
by sections 514, 515, 516, and 521 of the
Housing Act of 1949, as amended.

Rural Rental Housing (RRH). A hous-
ing program authorized by section 515
of the Housing Act of 1949 to provide
rental housing in rural areas for per-
sons of very-low, low- and moderate in-
come.

Seasonal housing. Housing operated
on a seasonal basis, typically for mi-
grants or migrant agricultural laborers
as opposed to year round.

Security deposit. A one-time fee
charged a tenant prior to occupancy of
a unit to cover possible loss or damage
to the housing unit caused by the ten-
ant.

7 CFR Ch. XXXV (1-1-06 Edition)

Self-employed. A person who meets
the IRS definition of self-employed at
26 CFR 1.401-10.

Service agreement. A written agree-
ment between a borrower and a service
provider establishing the specific serv-
ice to be provided to a MFH project,
the cost of the service, and the length
of time the service will be provided.

Service plan. A written plan describ-
ing how services will be provided to a
MFH project and which, at a minimum,
must specify the services to be pro-
vided, the frequency of the services,
who will provide the services, how ten-
ants will be advised of the availability
of services, and the staff needed to pro-
vide the services.

Service provider. A person who signs a
written agreement with a borrower to
provide services to a MFH project.

Shelter costs. Basic or note rent plus
the utility allowance, when used, or
the occupancy charge plus the utility
allowance. If the utility costs are in-
cluded in the rent, the rent will equal
shelter costs.

Sources and Uses Comprehensive Eval-
uation (SAUCE). A computer software
program used by the Agency to analyze
the total funds provided to a MFH
project to ensure that the Agency is
not providing excess assistance.

Special note rent (SNR). A rental rate
charged at a Plan II project experi-
encing vacancies that is less than note
rent but higher than basic rent.

State consolidated plan. A planning
document for an individual state that
includes a housing and homeless needs
assessment; a housing market analysis;
a strategic plan for addressing the
state’s housing challenges; an Action
Plan that is an annual description of
the state’s Federal and other resources
that are expected to be available to ad-
dress its priority housing needs and
how the Federal funds will leverage
other resources; certifications relating
to fair housing, its antidisplacement
and relocation plan, a drug-free work-
place, and other statutory and program
requirements; and a monitoring plan to
ensure that the state is using its Fed-
eral funds appropriately and effec-
tively.

Tenant or co-tenant. An individual
who signs a lease and occupies or will
occupy a rental unit in a MFH project.

480



Rural Housing Service, USDA

The term tenant or co-tenant also re-
fers to a member of cooperative hous-
ing occupying or planning to occupy a
dwelling unit in cooperative housing.

Tenant contribution. The portion of
the approved shelter cost paid by the
tenant household. The proportion of
tenant income and adjusted income
paid will vary according to the type of
subsidy provided to the tenant house-
hold.

Total development cost (TDC). The cost
of constructing, purchasing, improving,
altering, or repairing MFH and related
facilities, buying household furnishings
(for sections 514/5616 only), and pur-
chasing or improving the necessary
land, including architectural, engineer-
ing, or legal fees, and charges and
other technical and professional fees
and charges, but excluding fees,
charges, or commissions such as pay-
ments to brokers, negotiators, or other
persons for the referral of prospective
applicants or solicitations of loans. Al-
though a developer’s fee is part of the
project’s development cost, such fees
are not eligible for payment from
Agency loan or grant funds and are not
included in determining the Agency au-
thorized development cost.

Utility allowance. An amount deter-
mined by a borrower as the amount to
be considered a tenant’s portion of util-
ity cost in the calculation of a tenant’s
total shelter cost when utility costs
are not included in the rent.

Very low-income household. A house-
hold that has an adjusted income that
does not exceed the HUD established
very low-income limit (generally 50
percent of median income adjusted for
household size in the county where the
property is or will be located).

Workout agreement. An agreement be-
tween a borrower and the Agency list-
ing actions to be taken over a period of
time to prevent or correct a compli-
ance violation or to cure a monetary or
non-monetary default.

§8§ 3560.12-3560.49 [Reserved]

§3560.50 OMB control number.

The information collection require-
ments contained in this regulation
have been approved by the Office of
Management and Budget (OMB) and
have been assigned OMB control num-

§3560.53

ber 0575-0189. Public reporting burden
for this collection of information is es-
timated to vary from 15 minutes to 18
hours per response, including time for
reviewing instructions, searching exist-
ing data sources, gathering and main-
taining the data needed, and com-
pleting and reviewing the collection of
information. A person is not required
to respond to a collection of informa-
tion unless it displays a currently valid
OMB control number.

Subpart B—Direct Loan and Grant
Origination

§3560.51 General.

This subpart contains the Agency’s
loan origination requirements for
multi-family housing (MFH) direct
loans for Rural Rental Housing, Rural
Cooperative Housing, and Farm Labor
Housing. Additional requirements for
farm labor housing loans and grants
are contained in subpart L of this part
for Off-Farm Labor Housing and sub-
part M of this part for On-Farm Labor
Housing.

§3560.52 Program objectives.

The Agency uses appropriated funds
to finance the construction, rehabilita-
tion of program properties, or purchase
and rehabilitation of MFH and related
facilities to serve eligible persons in
rural areas. The Agency encourages the
use of such financing in conjunction
with funding or financing from other
sources.

§3560.53 Eligible use of funds.

Funds may be used for the following
purposes.

(a) Construct housing. Funds may be
used to construct MFH.

(b) Purchase and rehabilitate buildings.
Funds may be used to purchase and re-
habilitate buildings that have not been
previously financed by the Agency.

(1) Rehabilitation must meet the def-
inition of either moderate or substan-
tial rehabilitation as defined in 7 CFR
part 1924, subpart A.

(2) The building to be rehabilitated
must be structurally sound and the im-
provements to the building must be
necessary to meet the requirements of
decent, safe, and sanitary living units.
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